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V * C o 

Philadelphia,  October  i8th,  1897. 

Hon.  George  F.  Edmunds,  Chairman. 

Dear  Sir: — Instead  of  answering  the  interrogatories 
propounded  to  me  by  your  Commission  seriatim,  I prefer 
giving  a general  statement  of  the  plan  which  seems  to  me 
to  be  the  most  desirable  under  all  the  circumstances, 
^ly  outline  of  a scheme  would  be  about  as  follows: 

There  should  be  but  one  kind  of  note  issue  in  circula- 
tion. This  should  be,  as  I think,  issued  by  the  National 
Banks.  All  the  Government  notes  and  currency  certifi- 
cates of  every  kind  now  in  circulation  should  be  taken  up 
by  the  Government  and  canceled.  The  whole  amount  of 
what  may  be  called  money  in  the  United  States  at  this 
time  is  about  $1,665,680,098.  Of  this,  theie  is  in  gold 
coin  about  $521,848,563;*  in  silver  dollars,  $53,085,664; 
in  subsidiary  silver,  $58,936,292,  leaving  the  balance  of 
$1,031,809,579.  Of  this  there  are  as  follows: — 

Government  Issues. 


Gold  certificates $37)Oi7»7^9 

Silver  certificates 3^7>S  3»337 

Treasury  notes,  Act  July  14th,  1890 83,145.312 

United  States  notes  254,432,314 

Currency  certificates,  Act  June  8th,  1S72  fi3.275.°°Q 

$805,733,752 

National  Bank  notes 226,075,827 


Total • • $1,031,809.^579 


In  other  words,  there  is  somewhat  over  $1,000,000,000 
of  currency  notes  of  one  form  or  other.  I assume  that 
$1,000,000,000  of  notes  would  be  about  sufficient  for  the 
normal  conditions  of  business,  and  that  is  the  amount 

* Since  obtaining  the  figures  above  given  I have  seen  it  stated  that  the 
amount  of  gold  in  the  country  at  this  time  is  $700,000,000,  but  I have  no 
means  of  verifying  this  statement.  The  larger  the  amount  in  the  country 
the  more  easily  the  scheme  could  be  worked  out. 


f 


2 

which  should  be  ordinarily  supplied  by  the  issue  of  Na- 
tional Bank  notes. 

There  were  thirty-six  hundred  and  sixty-one  National 
Banking  Associations  in  existence  on  December  17th, 
1896,  and  their  capital  about  $647,000,000.  For  conve- 
nience of  statement,  I assume  it  to  be  $600,000,000. 

Assuming  that  the  amount  of  currency  required  for  the 
normal  condition  of  business  would  be  $1,000,000,000, 
and  that  the  capital  of  the  National  Banks,  all  told,  is 
about  $600,000,000,  it  would  be  necessary,  in  order  that 
the  National  Banks  should  supply  this  currency,  that  each 
bank  should  be  authorized  to  issue  an  amount  of  notes 
equal  to  one  and  two-thirds  for  every  dollar  of  its  capital, 
thus  making  the  $1,000,000,000  of  currency  required.* 

The  issue  of  the  new  bank  notes  to  be  made  from  time 
to  time  as  the  currency  obligations  of  the  Government 
now  outstanding  are  retired,  so  as  to  avoid  producing 
either  contraction,  on  the  one  hand,  or  expansion  on  the 
other,  of  the  amount  of  currency  actually  in  circulation. 

These  notes  should  be  payable  in  gold  when  presented 
for  redemption  either  at  the  counter  of  the  bank  issuing 
them  or  at  the  counter  of  such  reserve  bank  as,  with  the 
consent  of  the  Comptroller  of  the  Currency,  may  be  se- 
lected by  such  bank  of  issue  as  its  agent  for  the  redemption 
of  its  notes. 

I think  it  of  first  importance  that  these  National  Bank 
notes  should  be  so  well  secured  that  no  one  would  ever 
question  their  absolute  value  as  being  equal  to  gold.  In 
order  to  do  this,  it  must  be  provided  that  they  shall  be 
redeemed  in  gold,  whenever  the  holder  wishes  so  to  con- 
vert them. 

It  appears  to  me  that  the  banks  should  be  required  to 
pay  into  the  Treasury  of  the  United  States  as  a reserve 

* By  reference  to  a subsequent  part  of  this  plan  it  will  be  seen  that  pro- 
vision is  made  for  an  adjustment  by  the  Currency  Board  of  the  relative 
proportions  of  notes  to  be  issued  from  time  to  time  by  the  banks  now  in 
existence  as  well  as  such  new  banks  as  may  be  hereafter  created.  This 
is  a matter  of  detail  which  should  be  carefully  provided  for  when  the 
scheme  is  finally  formulated. 


3 

fifteen  per  cent,  in  gold  upon  the  issue  made  by  them, 
when  and  as  the  notes  were  handed  over  to  them  by  the 
Government,  which  fifteen  per  cent,  would  be  equal  to 
$150,000,000,  and  the  Government  should  be  authorized 
to  use  this  gold  indiscriminately  to  pay  any  of  the  National 
Bank  notes  whenever  the  bank  which  had  issued  them 
should  be  in  default;  the  banks  should  be  required  to 
keep  fifteen  per  cent,  more  as  reserve  in  their  own  vaults 
in  gold,  as  further  security;  the  Government  should  have 
the  right  to  assess  all  the  banks  pro  rata  to  make  up 
any  deficiency  caused  by  defaulting  banks;  the  notes 
should  have  a first  lien  upon  all  the  assets  of  the  bank 
which  issued  them,  and  the  Government  should  pledge 
itself  to  redeem  these  bank  notes  in  gold  whenever  pre- 
sented. Any  bank  failing  to  redeem  in  gold  any  of  the 
notes  issued  by  it  when  presented  at  its  counter,  or  at  any 
reserve  bank  which  may  have  been  selected  by  the  bank 
of  issue  for  such  redemption,  should  be  held  to  be  in  de- 
fault, and  upon  the  Comptroller  of  the  Currency  being 
satisfied  that  such  default  had  taken  place,  he  should  have 
the  right  to  declare  the  bank  in  default  and  take  the  steps 
provided  by  law  in  cases  in  which  National  Banks  become 
insolvent.  With  these  provisions,  ample  protection 
would  be  furnished  to  the  noteholder. 

Provision  should  be  made  for  a Currency  Board,  con-, 
sisting  of  the  President,  Secretary  of  the  Treasury,  Comp- 
troller of  the  Currency,  and  two  experienced  men  of  af- 
fairs, to  be  appointed  by  the  President.  It  may  be  that 
the  onerous  duties  of  the  President  would  not  admit  of  his 
devoting  to  the  business  of  the  Currency  Board  the  time 
which  would  be  requisite.  I would  therefore  suggest  that 
it  should  be  left  to  him  to  select  some  other  member  of 
the  Administration  to  take  his  place  upon  the  Board. 

This  Board  should  have  the  power  to  assess  pro  rata 
and  call  upon  each  and  every  National  Bank  to  pay  into 
the  Treasury  of  the  United  States  such  additional  amounts 
of  gold  from  time  to  time  as  the  Board  should  determine 
was  necessary,  in  order  to  enable  the  Government  to  re- 
deem in  gold  any  notes  wdiich  had  been  issued  by  a default- 
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ing  bank,  even  up  to  the  whole  amount  of  the  National 
Bank  issue,  and  provision  should  be  made  for  the  collec- 
tion of  such  assessments. 

It  should  be  made  the  duty  of  the  Government  to  col- 
lect from  the  assets  of  any  defaulting  bank  any  amount 
of  money  which  the  Government  was  obliged  to  pay  in 
the  redemption  of  defaulted  notes,  and  any  amount  so 
collected  should  at  once  be  restored  to  the  gold  fund  in 
the  Treasury  for  the  purpose  of  note  redemption.  The 
amount  of  the  fifteen  per  cent,  as  well  as  any  amount  as- 
sessed against  and  paid  in  by  the  banks,  should  belong 
to  the  banks  so  paying  respectively,  but  the  fund  thus 
accruing  should  be  held  by  the  United  States  Treasury 
separate  and  apart  from  all  its  other  moneys,  and  strictly 
n trust  for  the  purpose  of  paying  the  notes  of  defaulting 
aanks  in  the  first  instance,  and  for  the  use  and  benefit  of 
:he  banks  paying  it  in,  subject  to  the  rights  of  the  Gov- 
irnment  to  use  it  by  way  of  redemption  of  defaulted  notes, 
IS  above  stated. 

A scheme  of  this  kind,  as  it  appears  to  me,  would  protect 
he  noteholder,  and  make  the  note  equal  to  gold.  It 
would  protect  the  Government,  because  in  addition  to  the 
hirty  per  cent,  gold  reserve,  as  above  provided  for,  the 
Government  would  have  the  joint  liability  of  all  the  banks 
of  the  United  States  to  make  good  any  notes  which 
hey  were  compelled  to  pay  by  reason  of  the  failure  or 
ilefault  of  the  bank  issuing  the  notes  to  pay  them.  They 
would  have  also  a first  lien  upon  all  the  assets  of  all  the 
banks  for  this  purpose,  and  they  would  have  the  right  to 
call  upon  all  the  stockholders  of  all  the  banks  to  pay  the 
additional  one  hundred  per  cent,  of  the  capital  for  which 
Ihe  stockholders  are  bound. 

It  appears  to  me  that  there  cannot  be  any  question 
lhat  the  gold  value  of  the  notes  would  be  absolutely  es- 
1 ablished  in  this  way. 

There  should  be  a tax  of  at  least  one-half  of  one  per  cent, 
j er  annum  imposed  by  the  Government  upon  the  issue  of 
these  notes.  This  would  be  necessary  in  order  to  pro- 
Aide  a fund  for  the  payment  of  the  expenses  of  the  Cur- 
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rency  Department  of  the  Government — printing  of  bank 
notes,  &c.  This  tax  ought  to  be  sufficient,  not  only  to 
pay  these  expenses,  but  it  should  also  provide  a perma- 
nent Sinking  Fund  to  be  held  by  the  Government  in 
pledge  to  be  applied  to  the  redemption  of  the  notes  in 
gold.  This  fund  should  belong  to  the  Government,  and 
if,  at  any  time  in  the  future,  the  system  was  changed,  after 
the  redemption  of  all  the  bank  notes  and  their  cancella- 
tion, whatever  was  left  should  be  covered  into  the  Treas- 
ury of  the  Government. 

A tax  of  one-half  of  one  per  cent,  per  annum  upon 
$1,000,000,000  of  note  issue  would  produce  $5,000,000. 
Assume  that  the  expenses  of  the  Currency  Department 
above  referred  to  would  be  $500,000,  or  even  $1,000,000, 
there  would  still  be  left  an  annual  sum  to  be  paid  into 
the  Sinking  Fund  of  $4,000,000.  This  money  should  be 
applied  to  the  redemption  of  the  notes  of  failing  banks, 
in  the  first  instance.  I have  conferred  with  experienced 
bank  officers,  and  I can  say  that  it  is  believed  by  them, 
and  in  this  belief  I concur,  that  this  fund  of  $4,000,000 
of  annual  accumulation  would  be  quite  adequate  for  the 
protection  of  any  defaulting  bank  notes  that  could  pos- 
sibly occur.  And  I should  myself  think  that  with  such 
a Sinking  Fund  provided,  and  annually  accumulating,  it 
would  never  be  necessary  for  the  Government  to  encroach 
upon  the  fifteen  per  cent,  reserve  originally  deposited  for 
the  purpose  of  redeeming  the  defaulting  notes.  It  should 
be  left  to  the  Currency  Board  to  determine  Avhether  the 
$10,000,000  would  be  sufficient  protection  against  de- 
faulting notes,  or  whether  a larger  sum  should  be  held 
in  pledge  for  that  purpose.  It  might  be  well  to  pro\dde 
that  when  this  fund  reached  $10,000,000,  or  such  sum  as 
the  Currency  Board  should  determine  to  be  sufficient  pro- 
tection against  defaulting  notes,  any  subsequent  accumu- 
lation might  be  used  by  the  Government  for  paying  in- 
terest upon  its  bonds  issued  to  pay  for  its  now  outstand- 
ing notes,  or  for  general  purposes. 

As  indicating  Avhat  amount  would  be  an  adequate  pro- 
tection against  the  notes  of  defaulting  banks,  it  may  be 
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well  to  refer  to  the  last  report  of  the  Comptroller  of  the 
Currency,  which  states  that  from  the  date  of  organization 
of  the  first  National  Bank  in  1863  up  to  and  including 
October  31st,  1896,  three  hundred  and  thirty  banks,  or 
about  six  and  one-half  per  cent,  of  all  which  have  been  or- 
ganized. have  failed;  thirteen  of  the  three  hundred  and 
thirty  placed  in  the  hands  of  Receivers  as  insolvent  have 
been  restored  to  solvency  and  resumed  business,  and  one 
permitted  to  go  into  voluntary  liquidation.  The  affairs 
of  one  hundred  and  fifty-four  have  been  finally  closed,  and 
of  the  remaining,  one  hundred  and  sixty-two  are  still  open, 
thirty-two  of  which,  however,  are  on  the  inactive  list. 

The  capital  of  all  these  failed  banks  amounted  to  $55,- 
775,920  and  the  total  claims  proven  against  them  $98,322,-  ^ 

170.  The  creditors  of  these  insolvent  associations  have 
been  paid  up  to  the  date  mentioned  about  $75,000,000. 

Of  the  one  hundred  and  fifty-four  which  have  been 
finally  closed  the  capital  stock  of  one  hundred  and  forty- 
two  was  $25,210,900.  The  total  amount  of  claims  proved 
against  them  $41,593,663;  total  dividends  paid,  $30,933,- 
694.  The  total  losses  being,  therefore,  on  account  of 
these  one  hundred  and  forty-two  banks,  $10,659,969. 

Spreading  this  $10,000,000  of  losses  over  a period  of 
thirty-three  years  would  make  an  average  of  about  $330,- 
000  a year. 

There  could  be  no  stronger  evidence  of  the  wisdom  of  , 

the  national  banking  system,  or  of  the  assurance  of  safety 
given  by  it. 

And  even  assuming  that  the  losses  of  the  banks  whose 
failures  have  not  been  finally  closed  would  reach  as  much 
more,  it  would  give  a loss  in  the  banking  system  of  not 
more  than  $600,000  or  $700,000  per  annum. 

A fair  inference  from  these  facts  would  be  that  in 
no  one  year  is  it  at  all  probable  that  over  $1,000,000 
woiild  be  required  to  pay  the  notes  of  defaulting  banks, 
and  therefore  it  would  be  entirely  safe  to  calculate  that 
after  the  accumulation  of  say  $10,000,000  in  the  Treasury 
from  this  fund,  the  Government  would  have,  to  be  applied 
to  its  own  use,  the  $4,000,000  per  annum  thereafter  ac- 
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cruing  which  would  be  left  from  the  tax  of  one-half  of  one 
per  cent,  after  paying  the  expenses  above  referred  to. 
This  would  then  provide  this  considerable  sum  to\yard  re- 
lieving the  Government  from  the  interest  to  be  paid  upon 
the  bonds  to  be  issued  for  the  purpose  of  taking  up  its 

present  outstanding  currency  obligations. 

I have  put  the  proposed  tax  at  one-half  of  one  per  cent, 
per  annum  upon  the  bank-note  circulation.  _ The*  tax  upon 
the  National  Bank  notes  now  being  issued  is  one  per  cent, 
per  annum,  and  if  the  rates  for  money  should  not  be  ma- 
terially reduced  the  banks  could  afford  to  pay  at  that  rate 
upon  the  notes  to  be  issued  under  the  proposed  scheme. 
This  would  produce  $10,000,000  per  annum,  and  after  lay- 
ing aside  the  first  year’s  income  from  this  source,  to  be 
held  in  reserve  by  the  Government  to  meet  any  defaulting 
notes,  the  subsequent  years’  payments  of  $10,000,^, 
first  deducting  $1,000,000  for  the  expenses  of  the  Cur- 
rency Department,  could  be  applied  toward  the  interest 
of  the  bonds  issued  as  hereinafter  proposed  to  take  up  its 
present  outstanding  currency  obligations;  that  is,  $9,000,- 
000  could  be  so  applied. 

In  this  connection  it  may  be  well  to  call  attention  to 
the  fact  that  there  is  now  the  sum  of  about  $150,000,000 
in  gold  in  the  vaults  of  the  Treasury.  If  this  amount 
should  be  used  to  take  up  and  cancel  to  that  extent  the 
outstanding  currency  obligations  of  the  Government  it 
would  reduce  the  amount  of  bonds  required  to  be  use  1 
taking  up  such  currency  obligations  from  $800,000,000 

to  $650,000,000. 

The  present  bonds  of  the  United  States  are  selling  upon 
a basis  of  about  two  and  six-tenths  per  cent,  interest  that 
is  the  four  per  cent,  bonds  of  1925  are  selling  a 12 
But  an  annual  allowance  or  charge  must  be  made  on  ac- 
count of  the  premium,  as  at  maturity  the  bonds  \Mich 
cost  now  128  will  be  paid  off  at  100.  Making  this  allow- 
ance or  charge,  it  will  be  seen  that  the  bonds  are  now  sell- 
ing on  a basis  of  two  and  six-tenths  per  cent,  interest  per 
annum.  If  the  bonds  to  be  sold  to  take  up  the  currency 
obligations  could  be  negotiated  at  the  same  rate,  then 
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two  and  six-tenths  per  cent,  on  $650,000,000  would  be 
$16,900,000.  In  other  words,  the  annual  cost  to  the  Gov- 
ernment after  using  the  $9,000,000  net  to  be  derived  from 
the  tax,  would  be  in  the  shape  of  interest,  $7,900,000. 
This  is  quite  important  in  view  of  the  fact  that  one  of  the 
arguments  urged  against  taking  up  the  currency  obliga- 
tions of  the  Government  is  that  it  would  impose  upon  the 
Government  an  annual  charge  of  the  interest  upon  the 
bonds  so  to  be  issued. 

My  purpose  in  suggesting  a tax  of  only  one-half  of 
one  per  cent,  upon  the  notes  to  be  issued  by  the  banks 
was  to  make  it  the  more  clearly  to  the  interest  of  the  banks 
to  avail  themselves  of  the  privilege  of  the  note  issue.  It 
is  worthy  of  consideration  that  if  the  system  I have  sug- 
gested should  be  adopted,  interest  in  this  country  would 
tend  to  generally  lower  rates,  and  if  it  should  reach  two 
and  one-half  per  cent,  per  annum,  it  might  be  a question 
whether  the  banks  would  take  out  all  the  circulation  to 
which  they  were  entitled.  A tax  of  one-half  per  cent, 
would  undoubtedly  be  a sufficient  inducement  to  that  end, 
but  there  might  be  a question  whether  one  per  cent,  would 
accomplish  the  result  or  not. 

Of  course  the  one  per  cent.,  producing,  as  it  would, 
$10,000,000  per  annum,  would  be  much  more  advanta- 
geous to  the  Government,  as  it  would  reduce  the  amount 
of  interest  to  be  paid  upon  the  bonds  to  the  extent  of 
$9,000,000  after  one  year.  In  this  respect  it  would  be 
most  advantageous  in  a public  point  of  view  to  make  the 
tax  one  per  cent,  instead  of  one-half  per  cent,  per  annum. 

I submit  these  views  for  your  consideration,  and  would 
suggest  that  before  determining  the  rate  of  tax  it  might 
be  well  to  confer  with  intelligent  bankers  throughout  the 
country  in  order  to  ascertain  their  views  upon  what  the 
tax  rate  should  be. 

Experience  has  shown  that  there  are  times  when  there 
is  an  unusual  demand  for  currency.  Such  emergencies 
occur  to  some  extent  when  the  crops  have  to  be  moved, 
but  to  a much  greater  extent  when  financial  panic  has  taken 
place.  It  would  be  wise  to  construct  a system  by  which. 
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when  such  demands  arise  for  additional  currency,  the 
banks  should  have  the  power  to  meet  the  contingency  by 
the  additional  issue  of  bank  notes.  The  power  should 
l)e  conferred  upon  the  Currency  Board  to  determine  when 
such  an  emergency  had  arisen,  and  the  amount  of  bank 
notes  which  the  banks  should  be  authorized  to  issue  in 
addition  to  the  normal  amount  provided  for.  This  is 
what  would  be  called,  as  I suppose,  an  “elastic”  system  of 
note  issue. 

In  allowing  the  National  Banks  to  make  such  additional 
issue  a tax  of  one  to  one  and  one-half  or  two  or  two  and 
one-half  per  cent,  per  annum  should  be  put  upon  such 
additional  issue,  so  that  the  banks  would  be  induced,  as 
soon  as  the  emergency  had  passed  away,  to  take  up  and 
cancel  such  additional  issue. 

It  appears  to  me  that  the  rate  of  this  tax  should  be 
left  to  the  determination  of  the  Currency  Board.  It 
might  be  very  desirable  that  the  banks  should  be  induced 
to  make  these  additional  issues  at  times  of  emergency, 
and  as  the  rate  of  interest  throughout  the  country  gen- 
erally may  change  materially,  it  should  be  left  to  the  dis- 
cretion of  the  Currency  Board  to  determine  from  time  to 
time  what  rate  should  be  imposed  upon  such  additional 
issue. 

The  fund  derived  from  this  tax  should  be  added  to  the 
Sinkinof  Fund  to  be  derived  from  the  tax  first  above  men- 
tioned,  and  should  be  used  in  the  same  way  and  applicable 
to  the  same  purposes.  The  scheme  should  also  provide 
that  the  National  Banks  taking  out  such  additional  issue 
should  be  relieved  of  this  tax  so  soon  as  they  return  an 
amount  of  their  notes  equal  to  such  additional  issue  to 
the  Currency  Department.  That  is,  they  should  be  en- 
titled to  an  abatement  pro  rata  of  this  tax  when  and  as 
the  notes  were  returned  by  them  to  the  Currency  Depart- 
ment for  cancellation. 

In  providing  for  this  note  issue,  I have  not  contem- 
plated providing  for  taking  up  the  silver  dollars  or  the 
subsidiary  silver  which  are  in  circulation.  These,  as  I 
understand  it,  amount  to  something  over  $100,000,000, 
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and  I think  the  Government  should  always  stand  ready  to 
pay  gold  for  the  silver  coins  when  presented  at  any  sub- 
treasury office.  Undoubtedly  the  Government  is  bound 
to  make  this  silver  issue  equal  to  gold,  and  it  would  really 
be  but  little  burden  upon  the  Government  to  do  it,  as  I 
suppose  this  amount  could  always  be  kept  out  in  circula- 
tion, and  would  be  a great  convenience  to  the  public. 

In  order  to  induce  the  circulation  of  the  silver  dollars 
as  well  as  the  subsidiary  coin,  I think  that  no  bank  note 
should  be  issued  for  less  than  five  dollars. 

In  this  connection  it  may  be  well  to  observe  that  on  the 
1st  of  September,  1897,  there  were  in  the  United  States 
T reasury : — 

Of  silver  dollars $398,908,078 

And  of  silver  bullion 105,125,123 


Amounting  together  to $504,033,201 

It  would  certainly  be  desirable  to  have  this  silver  util- 
ized, and  the  limitation  of  the  note  issue  to  five  dollars 
would  necessarily  make  a demand  for  silver  dollars  to  take 
the  place  of  the  present  one  dollar  notes  which  are  in  cir- 
culation. It  might  be  many  years  before  the  amount  thus 
required  would  make  an  appreciable  diminution  of  the 
amount  of  silver  in  the  Treasury,  but  I suppose  that  no 
one  would  think  of  selling  this  silver  upon  the  market  for 
what  it  would  bring,  and  there  would  seem  to  be  no 
method  by  which  the  Government  could  use  it,  or  any  part 
o^  it,  except  by  way  of  issuing  silver  dollars  and  subsidiary 
coin  as  required  by  the  people  for  general  business  pur- 
poses. I therefore  think  that  it  would  be  desirable  in 
every  way  that  the  note  issue  should  be  limited  to  the 
minimum  of  five  dollars,  and  thus  afford  a market  for  silver 
dollars  and  subsidiary  coin. 

As  I understand  it,  the  Bank  of  England  issues  no  note 
below  five  pounds.  There  are  some  banks,  as,  for  in- 
stance, the  Bank  of  Ireland  and  the  Bank  of  Scotland, 
as  well  as  some  other  banks,  which  I believe  have  authority 
under  their  charters  to  issue  notes  for  less  amounts. 
Some  fifty  years  ago  the  legislation  of  England  provided 
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that  no  bank  should  have  the  right  to  issue  notes  except 
the  Bank  of  England  and  such  banks  as  were  then  in  ex- 
istence and  had  the  power  under  their  charters.  I un- 
''  derstand  that  the  notes  which  may  have  been  issued  by 

banks  other  than  the  Bank  of  England  amount  to  only 
some  $25,000,000  or  $30,000,000. 

The  means  should  be  provided  to  enable  the  Govern- 
ment to  take  up  all  its  issues  of  notes  and  currency  obliga- 
tions now  outstanding,  amounting  to  about  $800,000,000. 

These  issues  are  now  either  by  express  statutory  enact- 
ment or  by  necessary  implication  demand  obligations  of 
the  Government  payable  in  gold,  and  it  is  absolutely  es- 
sential to  any  sound  system  of  finance  that  they  should  be 
k taken  up  and  canceled. 

It  appears  to  me  that  the  proper  thing  to  do  in  this  re- 
spect would  be  for  the  Government  to  issue  a low  interest- 
bearing  bond,  say  not  exceeding  three  per  cent.,  to  be  sold 
when  and  as  it  may  be  necessary  for  the  purpose  of  taking 
up  the  Government  issues  of  notes.  Power  should  be 
conferred  upon  the  Currency  Board  to  direct  and  order 
the  sale  and  issue  of  these  bonds  in  such  amounts  and  at 
such  times  and  at  such  rates  of  interest,  not  exceeding 
three  per  cent.,  as  the  Board  might  deem  it  expedient  for 
the  purpose  of  extinguishing  the  Government  demand 
obligations.  In  selling  these  bonds  the  purchase  money 
should  be  made  payable  either  in  the  present  outstanding 
currency  issues  of  the  Government  or  in  gold. 

And  in  order  to  induce  the  holders  of  these  Govern- 
ment issues  to  surrender  them  for  the  purpose  of  be- 
ing paid  off  in  gold  and  canceled,  or  using  them  to  pay 
for  the  United  States  bonds,  it  should  be  provided  that 
after  some  period  (not  less  than  three  nor  more  than  five 
years)  these  currency  issues  should  no  longer  be  a legal 
tender  for  debt  or  for  the  payment  of  customs  duties 
or  taxes,  but  that  they  should  only  be  used  for  the  purpose 
of  paying  for  the  bonds  of  the  United  States  to  be  issued 
under  the  orders  of  the  Currency  Board,  or  to  be  redeemed 
by  the  Treasury  of  the  United  States  in  gold. 

By  adopting  this  course  the  Government  issues  could 
within  from  three  to  five  years,  I think,  be  all  canceled  and 


r 


extinguished,  and  the  Government  would  only  then  have 
to  pay  at  the  rate  of  three  per  cent,  per  annum  or  less  in 
the  shape  of  interest  upon  the  bonds  which  had  been  is- 
sued to  take  them  up. 

I have  previously  stated  that  the  United  States  4’s 
were  now  selling  on  a basis  of  two  and  six-tenths  per 
cent,  per  annum  interst.  If  the  system  as  suggested 
in  this  paper  should  be  adopted,  I have  no  doubt  that  the 
bonds  would  sell  at  a rate  not  exceeding  two  and  one-half 
per  cent,  per  annum,  and  while  I put  the  limit  of  the  rate 
of  interest  as  not  exceeding  three  per  cent.,  I believe  that 
if  proper  authority  was  given  to  the  Currency  Board  to 
determine  the  rate,  it  is  more  than  probable  that  the  bonds 
could  be  disposed  of  at  a rate  of  two  and  one-half  per  cent, 
per  annum  interest. 

Provision  will  also  have  to  be  made  for  the  exchange 
of  the  National  Bank  notes  now  in  circulation  for  the 
new  National  Bank  notes  which  are  proposed  to  be  issued. 
It  would  seem  that  this  could  be  done  by  simply  making 
it  obligatory  by  law  upon  the  National  Banks,  when  and 
as  they  received  any  of  their  own  issue  of  National  Bank 
notes,  to  exchange  them  for  the  new  issue  provided  for. 

Provision  should  be  made  whereby  the  Government 
should  receive  gold  enough  from  customs  duties  and  in- 
ternal revenue,  or  other  taxes,  to  enable  the  Government 
at  all  times  to  pay  the  interest  on  its  outstanding  bond 
issue  in  gold.  This  could  be  done  by  providing  that  debts 
due  to  the  Government  on  these  accounts  could  only  be 
paid  to  the  extent  of  two-thirds  in  paper  and  one-third 
in  gold. 

The  receipts  and  expenditures  of  the  Government,  and 
the  annual  deficits,  as  taken  from  the  reports  of  the  Sec- 
retary of  the  Treasury  for  the  fiscal  years  ending  June 
30th,  1894,  1895,  1896,  and  as  compiled  from  the 

monthly  statements  of  the  Treasury  Department  for 
1897,  follows: — 


Year. 

Receipts. 

Expenditures. 

Deficit. 

1S94  .... 

. . $372,802,498 

$442,605,758 

$69,803,260 

1S95  .... 

• • 390,373,203 

433,178,426 

42,805,223 

1896  .... 

■ • 409,475,408 

434,678,654 

25,203,245 

1897  .... 

. . 345,656,075 

365,815,833 

20,159,758 
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From  this  I think  it  may  be  assumed  that  the  annual 
revenues  of  the  Government  must,  in  the  future,  be  at 
least  equal  to  $400,000,000  in  order  to  pay  its  expenses. 

If  one-third  of  this  amount,  or  $133,000,000,  was  paid 
in  gold  it  would  certainly  furnish  the  Government 
with  ample  gold  coin  to  meet  all  its  interest  on  its 
bonds,  redeem  any  silver  coin  presented  for  redemption, 
and  meet  any  other  liabilities  which  should  be  paid  in 
gold  coin.  The  remainder  of  two-thirds  might  be  paid 
in  National  Bank  notes,  which,  under  the  system  as  I 
have  outlined  it,  will  be  always  practically  equal  to  gold. 

Principal.  Interest. 

There  are  now  outstanding  bonds  of  the 
United  States  maturing  at  different 
periods,  and  bearing  different  rates  of 

interest,  about $894,543,412 

The  annual  interest  upon  which  amounts 

to 137,152,636  72 

Add  to  that  the  amount  proposed  to  be 
issued  to  take  up  the  present  outstand- 
ing currency  obligations  of  the  Gov- 
ernment bonds  bearing  three  per  cent. 


interest  only 800,000,000 

Interest  24,000,000  00 

Total 11,694,543,412  161,152,636  72 


If  the  rate  of  tax  adopted  upon  the  bank 
notes  should  be  one  per  cent,  per  an- 
num, and  the  amount  accumulating 
from  this  source  after  setting  aside  the 
$10,000,000  reserve  and  $1,000,000  to 
pay  the  expenses  of  the  Currency  De- 
partment, should  be  used  by  the  Gov- 
ernment to  pay  interest  upon  its  bonds, 
it  would  reduce  the  amount  required 


for  the  annual  interest 9,000,000  00 

Leaving. $52,152,63672 


as  the  annual  interest  upon  all  the  Government  bonds. 


This  shows  how  much  would  be  required  in  gold  to  pay 
the  interest  upon  all  the  bonds  of  the  Government,  and 
the  collection  of  one-third  of  the  Government  revenues 
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in  gold  would  not  only  pay  the  interest  upon  these  bonds 
but  would  leave  a considerable  surplus  to  be  applied  to 
silver  redemption,  and  any  other  payments  for  which  gold 
should  be  required. 

It  seems  to  be  thought  by  many  persons  that  there 
ouu'ht  to  be  a svstem  of  branch  banks  and  banks  with 
small  capital  in  small  communities  provided  for.  The  es- 
tablishment of  new  banks  and  the  creation  of  branches 
should  be  left,  as  it  appears  to  me,  to  the  discretion  and 
control  of  the  Currency  Board,  who  should  at  any  time 
have  the  pow’er  to  authorize  the  charter  of  new  banks  or 
branches.  But  all  such  new  banks  or  branches  should 
be  based  upon  cash  capital  in  the  same  manner  and  subject 
to  the  same  provisions  as  are  applicable  to  the  banks  al- 
ready created. 

As  the  country  grows  in  population  and  wealth,  and 
the  business  interests  of  the  people  are  expanding  and 
enlarging,  a time  may  come  when  the  $1,000,000,000  pro- 
posed to  be  adopted  as  the  normal  business  requirement 
may  not  be  sufficient  to  meet  the  necessary  increase  in 
business;  and  in  business  interests,  provision  should  be 
made  by  which  the  Currency  Board  should  have  the  power 
to  increase  what  may  be  called  the  normal  amount  of 
$1,000,000,000  to  $1,200,000,000,  or  any  other  sum  they 
may  think  adequate  to  meet  the  increasing  wants  of  the 

country. 

It  mav  be  that  the  Currency  Board  might  be  of  opinion 
that  the  number  of  banks  should  be  increased,  and  this 
would  add  to  the  capital  of  the  National  Banks  to  the  ex- 
tent to  which  it  was  so  increased.  As  the  normal  amount 
required  for  business  purposes  should  from  time  to  time 
be  settled  at  a determinate  limit,  and  as  the  increase  of 
l)anking  capital  would,  under  the  scheme,  increase  the 
amount  of  notes  to  be  issued  by  such  new  banks,  it  should 
be  left  to  the  discretion  of  the  Currency  Board  to  deter- 
mine whether  there  should  be  a corresponding  increase 
in  the  normal  amount  of  note  issue  when  such  new  banks 
were  created,  or  whether  the  proportionate  amount  to 
which  the  banks  already  in  existence  were  entitled  should 
be  reduced  pro  rata. 
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Provision  must  be  made  in  the  scheme  for  regulating 
the  proportionate  amount  of  notes  wffiich  the  old  banks 
as  well  as  the  new  should  from  time  to  time  have  the 
right  to  issue,  so  as  not  to  increase  the  normal  amount 
of  notes  beyond  the  limit  which  the  Currency  Board 
should  determine  to  be  expedient.  In  view  of  the  chang- 
ing conditions  of  business  and  the  increasing  wants  of  the 
country  and  the  necessity  of  allowing  the  Currency  Board 
to  authorize  the  increase  of  banking  capital,  it  certainly 
would  be  best  to  confer  upon  the  Currency  Board  power 
and  authority  to  provide  by  proper  rules  and  regulations 
for  the  normal  amount  of  currency  required,  for  the  in- 
crease of  this  normal  amount  to  meet  the  increasing  wants 
of  the  country,  for  the  issue  of  additional  notes  to  meet 
any  extraordinary  contingencies  that  may  arise  in  busi- 
ness, and  to  adjust  the  proportions  upon  an  equitable 
basis  which  the  banks  would  be  allowed  to  issue  of  the 
normal  amourits  required  as  well  as  the  extraordinary 
amounts  to  be  issued  as  herein  suggested. 

Of  course,  there  should  be  no  distinction  drawn  between 
banks  as  to  the  amount  of  note  issues  to  which  they  would 
be  respectively  entitled  in  proportion  to  their  capital;  but 
as  the  banking  capital  required  and  authorized  may  be 
increased  while  the  normal  amount  of  note  issues  may  not 
be  increased,  it  becomes  necessary  to  adjust  these  propor- 
tions, and  the  Currency  Board  should  be  authorized  and 
directed  to  adopt  rules  and  regulations  by  which  these 
matters  would  be  adjusted  upon  a proper  and  fair  basis 
with  reference  to  the  banks  now  in  existence  and  those 
which  may  be  created  hereafter. 

No  invidious  distinction  should  be  drawn  with  refer- 
ence either  to  the  location  of  the  banks  or  their  capital, 
and  discretion  should  be  vested  in  the  Currency  Board  to 
change  their  rules  and  regulations  in  the  respects  to  which 
I have  referred  when  and  as  the  wants  and  convenience  of 
the  country  might  make  it  proper  and  expedient  that  such 
changes  should  be  made. 

I do  not  think  it  at  all  necessary  that  the  banks  should 
be  required  to  keep  more  than  twenty-five  per  cent,  re- 
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serve  upon  their  deposits,  as  now  provided.  The  depos- 
itors would  have  a lien  upon  the  assets  of  the  bank  subject 
to  the  first  lien  of  the  notes,  and  experience  has  shown 
that  with  the  power  of  the  Government,  operating 
through  the  department  of  the  Comptroller  of  the  Cur- 
rency, the  banks  are  kept  within  limits  that  up  to  this 
time  have  practically  given  adequate  security  to  the  de- 
positors for  their  claims  against  the  banks.  If  the  Comp- 
troller of  the  Currency,  through  his  Bank  Examiners,  does 
his  duty,  there  should  be  little  or  no  danger  that  deposit- 
ors would  ever  lose  by  the  failure  of  the  banks. 

But  it  appears  to  me  that  the  thirty  per  cent,  of  the 
note  issues  provided  to  be  kept  in  the  Government  Treas- 
ury and  in  the  vaults  of  the  banks  should  be  counted  as 
a part  of  the  twenty-five  per  cent,  reserve  on  account  of 
deposits.  This  would  be  a strong  inducement  to  the 
banks  to  avail  themselves  of  their  right  to  issue  notes  up 
to  the  full  amount  of  their  respective  proportions,  and 
the  scheme  should  be  so  worded  as  that  the  relief  as  to 
the  twenty-five  per  cent,  reserve  should  only  be  available 
and  applicable  to  the  extent  and  in  the  proportion  of 
the  issue  of  the  notes  by  the  respective  banks.  Relieved 
to  the  extent  proposed  as  to  the  twenty-five  per  cent,  re- 
serve, and  subjected  only  to  a tax  of  one-half  per  cent, 
upon  their  note  issues,  it  would  manifestly  be  to  the  pe- 
cuniary interests  of  the  banks  to  issue  all  the  notes  which 
would  be  available  to  them. 

The  legal  tender  quality  of  gold  and  silver  should  re- 
main as  now  provided  by  law,  and  they  should  be  the 
only  legal  tender. 

Experience  has  shown  that  during  the  period  of  finan- 
cial panics  it  is  absolutely  impossible  for  the  most  sol- 
vent banks  to  pay  their  depositors  either  in  gold  or  in 
bank  notes  to  the  extent  of  the  calls  made  upon  them,  and 
that  if  the  depositors  called  for  the  full  amount  of  their 
deposits  the  banks  would  be  absolutely  unable  to  meet 
the  demand.  To  avert  the  disasters  ensuing  from  such 
a state  of  things,  the  banks  in  the  large  cities  have  re- 
sorted to  the  use  of  what  are  known  as  “Clearing  House 
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certificates.”  These  Clearing  House  certificates  are  based 
upon  the  deposit  of  collaterals  by  the  respective  banks 
with  the  Clearing  House  as  security  for  the  Clearing 
House  certificates.  The  Clearing  House  usually  charges 
six  per  cent,  interest  upon  them,  and  this  is  a sufficient 
pressure  to  induce  the  Ijanks  to  take  them  up  as  soon  as 
possilile  after  the  emergency  has  passed  away.  On  more 
than  one  occasion  I have  seen  the  utmost  relief  experi- 
enced during  a panic  from  the  adoption  by  the  banks  of 
this  system,  and  I think  it  ought  to  be  legalized,  so  that 
there  can  be  no  question  al)out  the  banks  being  able  to 
adopt  it  when  the  occasion  requires.  But  further  than 
that,  I think  that  this  question  should  be  left  to  the  dis- 
cretion and  good  judgment  of  the  Currency  Board  to  de- 
termine when  the  conditions  had  arisen  that  made  it  ex- 
pedient or  necessary,  and  I think  that  the  Currency  Board 
should  have  the  power  to  regulate  the  terms  and  condi- 
tions under  which  they  should  be  issued. 

Very  broad  and  full  powers  should  be  conferred  upon 
the  Currency  Board  such  as  would  enable  them  properly 
to  supervise,  control,  mould,  and  direct  the  financial  sys- 
tem proposed  to  be  adopted. 

As  a matter  of  convenience  I append  hereto  a state- 
ment of  the  various  kinds  of  money  of  the  United  States, 
also  what  is  the  legal  tender  quality  of  each,  and  how  much 
of  the  various  kinds  of  money  is  now  in  the  United  States 
Treasury.  You  may  find  this  useful  in  considering  the 
system  as  I have  proposed  it. 

I also  append  hereto  a statement  of  the  various  kinds 
of  the  United  States  bonds  which  have  been  heretofore 
issued  and  which  are  now  in  existence. 

In  a previous  part  of  this  letter  I have  suggested  that 
after  the  fund  provided  to  be  paid  by  the  tax  on  the  note 
issues  should  have  accumulated  to  say  $10,000,000  after 
paying  the  expenses  of  the  Currency  Board,  the  annual 
amount  which  was  left  should  be  covered  into  the  Treas- 
ury of  the  Government  for  the  purpose  of  being  applied 
to  interest  upon  the  bonds  to  be  issued  in  order  to  take 
up  the  present  outstanding  Government  notes,  or  for  the 
general  purposes  of  the  Government. 
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Provision  should  be  made,  however,  that  if  this  $io,- 
000,000  should  at  any  time  be  exhausted,  then  the  annual 
payments  on  account  of  the  tax  should  be  reserved  until 
an  accumulation  had  again  taken  place  to  the  extent  of 
S 1 0,000,000. 

As,  however,  the  amount  required  to  take  up  defaulting 
iiotes  is  necessarily  an  uncertain  factor,  perhaps  it  would 
be  better  to  vest  the  power  in  the  Currency  Board  to 
determine  from  time  to  time  how  much  of  the  fund  de- 
rived from  this  tax  should  be  accumulated  in  the  Treasury 
and  held  iu  reserve  for  the  purpose  of  taking  up  the  notes 
of  defaulting  banks,  and  how  much,  from  time  to  time, 
should  be  covered  into  the  Treasury  of  the  Government 
as  above  spoken  of. 

It  may  be  well  for  me  to  restate  the  above  propositions, 
which  are  as  follows: — 

The  scheme  as  proposed  provides: — 

1.  That  all  the  present  outstanding  currency  obliga- 
tions of  the  Government,  amounting  to  about  $800,000,- 
000.  shall  be  taken  up  and  canceled. 

2.  That  there  shall  be  but  one  kind  of  note  circulation — 
this  to  be  issued  by  the  National  Banks.  These  notes 
should  be  payable  in  gold  when  demanded  at  the  counter 
of  the  bank  of  issue,  or  at  such  reserve  bank  as  may  be 
selected  by  the  bank  of  issue,  with  the  approval  of  the 
Comptroller  of  the  Currency,  for  the  purpose  of  such  re- 
demption. Any  failure  to  pay  such  notes  in  gold  when 
thus  presented  to  be  held  to  be  a default  on  the  part  of 
the  bank  of  issue,  and  to  subject  the  bank  to  proceedings 
in  insolvency  on  the  part  of  the  Comptroller  of  the  Cur- 
rency. 

3.  The  issue  of  the  new  bank  notes  to  be  made  from 
time  to  time  as  the  currency  obligations  of  the  Govern- 
ment now  outstanding  are  retired,  so  as  to  avoid  pro- 
ducing either  contraction,  on  the  one  hand,  or  expansion 
on  the  other,  of  the  amount  of  currency  actually  in  cir- 
culation. 

4.  The  normal  requirements  of  business  are  assumed  to 
be  $1,000,000,000.  The  bank  capital  is  assumed  to  be 
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$600,000,000  (in  point  of  fact  it  is  about  $647,000,000), 
and  each  bank  should  therefore  issue  one  and  two-thirds 
of  notes  for  one  of  its  capital. 

5.  These  notes  should  be  secured  by  a deposit  in  the 
United  States  Treasury  of  fifteen  per  cent,  of  note  issue 
in  gold,  by  fifteen  per  cent,  resen-e  in  gold  in  vaults  of 
banks,  by  a first  lien  upon  all  assets  of  bank  issuing 
them,  by  right  of  United  States  Government  to  assess  all 
banks  when  needed  to  make  good  any  notes  of  defaulting 
banks  so  much  as  may  be  required  for  that  purpose,  and 
the  Government  should  agree  to  redeem  these  notes  in 
gold  after  default  by  the  bank  issuing  them. 

6.  A tax  should  be  paid  by  the  banks  upon  their  note 
issue,  to  be  applied  to  payment  of  expenses  of  Currency 
Board,  and  balance,  if  any,  held  to  secure  redemption  of 
notes  in  gold.  But  when  this  fund  shall  accumulate  to 
$10,000,000  the  accruing  surplus  may  l)e  covered  into  the 
United  States  Treasury  for  paying  interest  on  its  bonds 
and  general  purposes. 

It  may  be  well  to  vest  in  the  Currency  Board  the  power 
from  time  to  time  to  determine  what  amount  should  be 
thus  held  as  a reserve  of  the  funds  accruing  from  this  tax, 
and  to  order  that  the  balance  as  it  is  paid  in  from  year  to 
vear  should  be  covered  into  the  Treasury. 

The  uncertainty  as  to  the  annual  defaults  is  such  that 
any  arbitrary  figures  may  be  found  inexpedient  at  times, 
and  therefore  they  should  be  subject  to  alteration  at  the 
discretion  of  the  Board  as  may  seem  to  them  wise  and 
proper  and  appropriate  in  view  of  the  circumstances  as 
they  may  at  the  time  exist.  The  rate  of  the  above  tax 
should  be  one-half  of  one  per  cent,  or  one  per  cent,  per 
annum  upon  the  note  issue,  as  your  Commission  may  de- 
termine to  be  expedient. 

7.  The  proposed  plan  would  make  the  notes  absolutely 
equal  to  gold  in  value.  It  would  also  protect  the  Gov- 
ernment and  the  associate  banks  in  their  guarantee  of  the 
redemption  of  the  notes  in  gold. 

8.  A Currency  Board  should  be  provided,  which  would 
have  supervision  and  control  of  all  currency  matters,  with 
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power  to  make  necessary  rules  and  regulations  and  such  I 

orders  as  from  time  to  time  should  be  required.  This  I 

Board  should  consist  of  the  President  (or  such  officer  of 
the  Administration  as  he  might  select),  Secretary  of  the 
Treasury,  and  Comptroller  of  the  Currency  of  the  United 
States,  with  two  experienced  men  of  affairs,  to  be  ap- 
pointed by  the  President.  Their  powers  should  be  ample 
to  enable  them  to  deal  with  financial  emergencies  as  they 
arise. 

9.  Power  should  be  given  to  banks,  under  permission 

from  the  Currency  Board,  to  increase  the  note  issue  when 
demand  caused  by  unusual  financial  emergencies,  such  in- 
crease to  be  subject  to  a tax  (to  be  determined  from  time  ^ 

to  time  by  the  Currency  Board)  upon  the  notes  while  in 
circulation;  the  tax  upon  the  notes  to  be  at  a rate  which 

would  put  a pressure  upon  the  banks  to  take  up  the  notes 
when  the  emergency  has  passed. 

10.  Silver  and  subsidiary  coins  should  be  redeemed  in 
gold  by  United  States  Government  when  demanded. 

These  amount  to  about  $100,000,000. 

11.  No  note  should  be  issued  for  less  than  five  dollars. 

12.  The  Government  should  take  up  and  cancel  all  its 
currency  obligations,  amounting  to  about  $800,000,000. 

To  furnish  funds  for  this  purpose,  power  should  be  con- 
ferred upon  the  Currency  Board  to  direct  and  order  the  ^ 

sale  and  issue  of  Government  bonds  in  such  amounts,  at 
such  times,  and  at  such  rates  of  interest,  not  exceeding 
three  per  cent.,  as  the  Board  might  deem  expedient. 

The  proceeds  of  such  sales  to  be  ap])lied  to  the  taking 
up  and  cancellation  of  the  outstanding  currency  obli- 
gations of  the  Government,  and  such  bonds  should  be 
sold  and  paid  for  in  such  currency  obligations  or  in 
gold.  After  three  (or  five)  years  the  currency  obliga- 
tions now  outstanding  should  cease  to  be  legal  tender 
for  debt  or  customs  dues  or  taxes,  and  only  receivable  for 
bonds  or  redeemable  in  gold  by  the  United  States.  4 

13.  National  Banks  should  be  constrained  to  exchange  " 

notes  now  out  for  new  issue  by  surrendering  notes  as  they 

receive  them. 
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14.  Customs  duties  and  taxes  of  all  kinds  due  the  Gov- 
ernment should  be  payable  one-third  in  gold  and  two- 
thirds  in  bank  notes.  This  is  necessary  to  supply  the 
Government  with  the  gold  required  by  it  to  pay  interest 
upon  its  bonds,  redeem  silver,  and  for  other  purposes. 

15.  The  legal  tender  quality  of  gold  and  silver  should 
remain  as  now  provided  by  law,  and  they  should  be  the 
only  legal  tender  except  to  the  extent  of  two-thirds  of 
customs  duties  and  taxes  due  the  Government,  which 
should  be  payable  in  bank  notes,  as  above  stated. 

16.  Confer  upon  Currency  Board  power  to  regulate  the 
issue  of  bank  notes  from  time  to  time  in  lieu  of  the  Gov- 
ernment currency  retired,  and  to  authorize  new  banks 
and  branch  banks  to  be  established  when  and  where  and 
with  such  amounts  of  capital  as  the  Board  may  deem  it 
proper  and  expedient,  with  power  also  to  increase  the 
amount  of  note  issue  by  the  banks  required  for  the  normal 
conditions  of  business  as  the  country  shall  grow  in  pop- 
ulation and  in  business  expansion. 

As  banking  capital  may  be  increased  by  creation  of  new 
banks,  the  Currency  Board  should  have  power  to  adjust 
the  note  issue,  whether  normal  or  extraordinary,  between 
the  new  and  old  banks — no  distinction  being  drawn  be- 
tween them.  But  the  Currency  Board  should  have  power 
to  reduce  the  proportion  of  normal  issue,  or  to  increase 
it  as  it  may  be  deemed  expedient,  the  proportion  to  which 
a bank  should  be  entitled  being  regulated  by  the  amount 
of  its  capital,  and  the  proportion  which  that  bears  to  the 
whole  amount  of  note  issue  authorized  by  the  Currency 
Board. 

17.  The  fifteen  per  cent,  gold  upon  the  note  issue  de- 
posited in  Government  Treasury  and  the  fifteen  per  cent, 
kept  in  bank  vaults  should  be  counted  as  part  of  twenty- 
five  per  cent,  reserve  on  deposits  in  National  Banks. 

18.  The  system  of  Clearing  House  certificates  adopted 
by  the  banks  in  the  large  cities  in  times  of  panic  should  be 
legalized.  They  have  proved  to  be  most  salutory,  and 
there  can  be  no  better  evidence  of  the  need  of  such  a sys- 
tem than  the  fact  that  it  has  been  established  by  volun- 
tary consent  in  times  of  panic. 
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The  above  scheme  may  be  radical.  But  nothing  less 
than  that  which  is  radical  will  meet  the  requirements  of 
the  situation.  It  may  be  said  that  the  effort  should  be 
to  devise  a scheme  which  could  be  adopted.  I do  not 
think  the  question  as  to  the  chances  of  the  scheme  being 
adopted  should  be  allowed  to  influence  your  judgments. 
Devise  what  you  deem  best  and  take  it  for  granted  that 
the  outcome  will  be  quite  as  good  as  if  you  had  pro- 
pounded that  which  you  believed  to  be  inferior  in  order 
to  conform  to  political  or  popular  exigencies. 

It  must  be  borne  in  mind  that  our  country  is  unique 
in  its  character  in  financial  aspects.  Its  wealth  is  dis- 
tributed to  a greater  or  less  extent  over  its  whole  area, 
from  the  Atlantic  to  the  Pacific.  We  have  no  overruling 
and  controlling  financial  centre.  In  this  respect  we  differ 
from  the  European  states.  New  York  approaches  more 
nearly  to  being  the  financial  centre  of  the  country  than 
any  other  city,  but  it  must  be  remembered  that  Chicago 
is  rapidly  verging  toward  the  position  of  New  York  in 
this  respect,  and  the  cities  of  Boston,  Philadelphia,  Balti- 
more, New  Orleans,  Cincinnati,  Louisville,  St.  Louis,  San 
Francisco,  and  other  considerable  places  are  all  to  a greater 

or  less  extent  financial  centres. 

Sometimes  the  suggestion  is  heard  that  there  should 
be  one  great  National  Bank.  This,  for  many  reasons,  as 
it  appears  to  me,  would  be  out  of  the  question.  As  it  is 
we  have  a group  of  National  Banks  numbering  over  thirty- 
six  hundred,  all  of  which  are  under  the  control  of  thf' 
Government,  and  all  of  which  by  the  system  proposed 
would  be  bound  together  in  a common  cause  for  the  main- 
tenance of  a sound  and  stable  currency. 

It  appears  to  me  that  this  affords  a means  of  accom- 
plishing the  result  for  which  your  Commission  was  organ- 
ized in  a most  simple  and  yet  most  comprehensive  manner. 
You  have  but  to  utilize  the  present  national  banking  sys- 
tem in  order  to  accomplish  the  proposed  result,  and  as  I 
think,  no  possible  system  of  banking  could  be  devised  so 
well  adapted  to  the  wants,  interests,  and  conditions  of  our 

country. 
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► : 


Again,  while  the  scheme  proposed  may  be  complex  in 
its  details,  it  is  yet,  as  I think,  simple  in  its  general  out- 
line, and  I believe  that  if  it  should  come  before  the  people 
in  a fair  and  deliberate  manner,  that  they  could  soon  be 
educated  up  to  its  advantages  and  its  merits. 

Give  the  people  the  best  and  soundest  system  of  finance, 
and  trust  that  with  time  and  discussion  and  study  they 
will  come  to  understand  and  approve  and  adopt  it. 

Very  respectfully, 

JOHN  C.  BULLITT. 
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APPENDIX  A. 

The  various  kinds  of  money  of  the  United  States  are  as 
follows: — 

Gold  coin, 

Silver  dollars, 

Subsidiary  silver. 

Gold  certificates, 

Silver  certificates. 

Treasury  notes  (Act  July  14th,  1890), 

United  States  notes. 

Currency  certificates  (Act  June  8th,  1872), 
National  Bank  notes. 

Gold  coin  is  legal  tender  for  all  purposes  and  in  un- 
limited amounts. 

Silver  dollars  are  a legal  tender  in  unlimited  amounts, 
except  when  otherwise  expressly  stipulated  in  the  contract. 

Subsidiary  silver  is  legal  tender  to  the  amount  of  ten 
dollars. 

Gold  certificates  and  silver  certificates  are  not  legal  ten- 
der, but  as  their  equivalents  are,  as  indicated  above,  they 
are  practically  accepted  as  such. 

Treasury  notes  of  1890  are  legal  tender  in  unlimited 
amounts  for  all  debts,  both  public  and  private,  except 
when  otherwise  expressly  stipulated  in  the  contract. 

United  States  notes,  sometimes  called  greenbacks,  are 
legal  tender  in  unlimited  amounts  for  all  debts,  public 
and  private,  except  duties  on  imports  or  interest  on  the 
public  debt. 

Currency  certificates  are  certificates  issued  to  banks 
upon  the  deposit  of  greenbacks,  and  are  a legal  tender 
only  between  banks  and  the  United  States. 

National  Bank  notes  are  receivable  in  payment  of  all 
taxes  and  excises  and  all  other  dues  to  the  United  States, 
except  duties  on  imports,  and  also  for  all  salaries  and 
other  duties  and  demands  owing  by  the  United  States 
to  individuals,  corporations,  and  associations  within  the 
United  States,  except  interest  on  the  public  debt.  They 
are  otherwise  not  a legal  tender. 

Minor  coins,  such  as  nickels  and  cents,  are  legal  tender 
to  the  extent  of  twenty-five  cents. 
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APPENDIX  B. 


Money  in  the  United  States  Treasjiry. 


January  i,  1897. 

July  i,  1897. 

August  i,  1S97. 

Sept,  i,  1897. 

Gold  coin  . . . 

. 1120,638,598 

$152,529,575 

1149,114,826 

$150,003,810 

Gold  bullion  . 

54,565.385 

25,547,082 

28,929,752 

31,230,355 

Silver  dollars  , 

■ 384,584,572 

399,992,540 

400,338,020 

398,908,078 

Silver  bullion  . 

. 110,815,247 

104,591,039 

105,109,460 

105,125,123 

Subsidiary  coin 

14,215,766 

16,210,344 

16, 286,660 

15,335,285 

U.  S.  notes  . . 

85,313,258 

98,097,438 

94,291,064 

92,248,702 

Nat.  bank  notes 

14,278,970 

5,030,919 

5,688,791 

4,517,847 

Total  . , . 

• • • • • » 

$797,369,200 

Certificates  and 

Treasury  notes  of  1890  outstanding  . . , . 

551,301,438 

Net  cash  in 

Treasury  . . . 

$246,067,762 
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APPENDIX  C. 

United  States  Government  Securities. 


Bonds.  Due. 

Principal. 

Interest. 

2’s  registered 

Optional 

$25,364,500 

$507,290  00 

4’s  registered 

1907 

• • • • • 

4*s  coupon 

1907 

559,634,000 

22,385,360  00 

4*s  registered 

1925 

• . • • • 

4*s  coupon 

1925 

162,315,400 

6,492,616  00 

5^s  registered 

1904 

• • • • • 

• •••*•• 

5's  coupon 

1904 

100,000,000 

5,000,000  00 

6’s  currency 

1898 

29,904,952 

1,794,297 12 

6’s  currency 

1899 

14,004,560 

840,273  60 

4*s  registered  certificates  of  in- 

debtedness 

1898 

1,660,000 

66,400  00 

4’s  registered  certificates  of  in- 

debtedness 

1899 

1,660,000 

66,400  00 

$894,543,412 

$37,152,636  72 

s 


